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MATTER OF: CharlesV W. Smith - Real Estate Expenses -
,1° Finance Char.e

DIG2E.T: 1. Transferred employee incurred loan
origination roe in amount oa 2 per-
cent of mortgage on home purchased at
inew station. Coan fee is finance
charge under Regulation Z and may not
be reimbursed except for specific
fees which are excluded by 12 C.FH.
226,4(e) from computation or finance
charge. Itemnization of fee by lender
consisted only of estimated charges
assessed by other' lenders for similar
sorvJ c9s. Reimbursement is denied
bec-'ise lender must identify with
specificity its own actual feea which
comprise the finance charge.

2. Decision in Georre W. May, 56 Comp.
Gen. 561 (19s77) ccncnrned payment or
legal fees tncurred 'indor FTR para.
2-6'2c, and ia not applicable to
reilbursemant or finance charges
Ioyei&ned by PTR jpara. 2-6.2d and
Reguiation Z. Thus, legal or attor-
nc-ys fees which compriva part of
finan.e charge assessed under Regula-
tion ;' must be itemized, and reim-
bursemient may be made only for
specific services excluded from
computation Of finance charge.

By letter dated June 14, 1977, Mr. Dv4ain R. Winstead, Chief
of' the Fiscal Service, ve-terans Administration Bospital,
Tuscaloosa, Alabama,:requested our decisicn concerning the claim
Of Mr. Charlet W. Smith for reimbursement Of certain finPnce charges
incurred incident to the purchase of' a residence at his new duty
station.

The record indicates that upon transfer to Tuscaloosa,
Mr. Smith purchased a house and financed it through the First
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Federa' Savings and Lona Association of Tuscaloosa. The Housin;
and Urban Development Disclosure Settlement Statement shows that
Mr. Smith paid a loan origination fee totalling 3476, represent-
ing 2 percent of the amount of the mortgage loan. M.,. Smtth
has not been reimbursed for payment of this fee.

In sling the present claim, 11r. Smith har submitted a sta:e-
ment uated June 3, 1977, signed by 3. M. Leigh, III, Loan Officer
at First Federal, which explains the loan origination fee as
follows:

"Unlike many leiding institutions handling real
estate mortgages First Federal completely pro-
cesses the loan internally. 'flus, when the
above referenced loan was closed on June 2, 1977
you were charged an i' tial service charge of'
$476.00. Although no precise breakdown can be
given, it certainly can be construed that said
charge includes mortgage approval, credit tee,
attorneys fee, and loan servicing for the life
of the loan. Under the current conditions some
lending institutions would charge a credit in-
vestigation fee of approxinstely $10.0 to
$15.00, and an attorneys fee Of approximately
t200.00, with an appraisal fee of between
*t5.00 arid $75.00."

Our decision has been requested whether the above statement con-
:Litutes a sufficient itemization of the loan origination fee to
permit reimbursement of certain or the services covered therein.

Reimbursement of real est.te expenses incurred incident to a
transfer of official station is authorized by 5 U.S.C. 5724a (197b).
Regulations iniplementinr9 that provision with respect to finance
charles are roun' at para. 2-6.2d of the Federal Travel Regulations
(FTR) (FPrM J 01-7, May 1973) and provide in perti nent part as
follows:

" * *NotwiLhstanding the above, no fee, cost,
charge, or expense is reimbursable which is
determined to be a part of the finance charvge
under the Truth in Lending Act, Title I,
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Public Law 90-PIJ2l,,/'n Regulation Z, .ued

pursuant by the Board of Gnvernors et che
Feder:l Reserve System * * O."

epgulation Z, which iS s bstantially the same as the above-cited
provisions of tho Truth in Lending Ac~t C13 U.S. Code 1601 note),
is published at 12 C F.R. Part 226 (1977), Lnd provides, in
pertinent part, that:

"3226.4 Determination oa finance charge.

"(a) General rule. Extept as otherwise
provided in this section, the amount of the
finance charge in connection with any trans..
action shall be determined as the sum of all
charges, payable directly or indirectly by
the customer, aril Imposed dirictly or in-
directly by the creditor as an'incident to
or as a condition of the extension of credit,
whether paid or -payable by the customer,
the seller, or any other person on behalf of
the customer to the creditor or to a thJrd
party, including any of the following tyn: >-
e-jarges:

"(11 Interest,,:timer'price differential,
and any amount payable under a discount or
other system of additional charges.

"(2) Service, transaction, activity, or
carrying charge.

"(3) Loan fee; points, finder's fee, or
similar charge.

"(4) Pee for an anpraisafL, investigat'U)n,
or credit report.

"(e) ExcludaDle charges, real property
transactions. The follcwing cfiarges in
connection with any real propert;
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transaction, provided they Pro bona fide,
reasonable in amount, and not for the purpose
or circumvention or evasion of this part, shall
not be included in'the finance charge with
respect to that transaction:

"(l) Fees or premiums for title examination,
abstract of title, title insurance, or similar
purposes and for required related property
surveys.

"(2) Fees for preparation of deeds, settle-
nent stnteracnts, or other documents.

"(3) Amounts required to be placed or paid
into an escrow or' trustee account for future
payments of taxes: insurance,and water,
seder, and land rents.

"(4) Fees for notarizing deeds and other
documents.

"(5) Appraisal fees.

"(6) Credit reports."

In determining the reasonableness of any charge involved in
the reimbursemnnt of real estate expenses, it is important to note
that FTP paragraph 2--6.2d also sets the standard for such a deter-
minatinn when it provides that expenses are i'eimbursabja, "' f to
the extent they do not exceed amounts customarily paid in the
locality of the residence " * Y." Parngraph 2-6.3c provides that
when determining the reasonableness of a charge, and the custom
in the area, the local offices of the Department of Housing and
Urban Developrrent should be consulted since they omintain and can
furnish current schndule of closing costs applicable to the area.
Edith ogard to the use of the schedules, the same section provides
that:

"* P For the purpose of determining whether
expenses claimed are reasonable Elnd may be ap-
proved for reimbursement , these cloaing costs
should be used as guidelines and not as rigid
limitations * J'."
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Our Office haa held that a loan origination fle which is in
the nature of service charges incident to the extension of
credit and is determined on a fixed percentage basi.s without
regard to the type or extent or services actually performed is a
finance charge within the meaning of 15 U.S.C. 1605 and Pegulation
Z. Stephon V. Fowkea, 8-187223, February 18, .1.977. Accordingly,
the *476 loan origination fee claimed by Mr. Smith is a finance
charge for the purposes of paragraph 2-6.2d oZ the FTR. Since
that paragraph spectiically precludes payment Of finance charges,
no amount of a loan origination fee may be reimbursed in the
absence of an itemized statement by the lender indicating with
particularity the exact portion of the loan fee attributable to
services which are excluded by 12 C.F.R. 226.4(e) from the com-
putation of a finance charge. James Y. Kurihara, fl-164746,
December 19, 3975.

In the present case,, the loan officert has atated that "no
precise breaklB down" can be given of the cha';ges included within
the loan origination fee. The examples of itemized charges
provided only an approximate range of fees, and was attributed
to "some lending institutions" - not necessarily including
First Federal. Finally, the approximate fees set forth by the
loan officer fail to account for the full amount of the finance
charge. We have held-that where a lending institution merely
provi'dcs an estimate of its charges, or otherwise deficient infor-
mation, the record is not sufficient to make a deterBrcnfation of
reasoilableness, thus precluding reimbursement. 54 Cornp. Gen.
827 (1975). Since the record here consists only of estimates
of charges assessed by lenders other than First Federal, no
determination of reasonableness can bo made and the claim may not
be paid.

We point out that our decision in George W. Lay, 56 Con.p.
Gen. 561 (1977) is not applicable in this case. Uur decision in
Lay concerned the reimbursement of legal fees under FTR para. 2-6.2c.
However, reimbursement of the finance charge claimed here is
governed'by FTR para. 2-6.2d and Regulation Z. Since the latter
authorities' prohibit reimbursement 'of finance charges, except for
certain narrowly drawn specific services, itemization is requirud
in order to identify the services performed and whether they may
be paid. Thus although itemization isw- t gantirally required
where legal fees are claimed under FTh para. 2-6.2c, any legal or
attorneys foes which comprise an integral part of a finance charge
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assessed undor Regulation Z must be itemiznd and reimbursement
may only be made for tha specific items which are exclude4 by
12 C.F.R. 226.4(e) fromn the computation of the finance charge.

In accordance with the foregoing, absent an itemize( state-
ment from the lender identifying with specificity the lei^er'a
own actual feea which comprise the finance charge, eMr. Smith's
claim for reimbursement of the loan origination fee may not be
paid

Doruty Comprolleri 'neral
of the United States
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